
1

NPS 4th Annual Acquisition Research 
Symposium

The Evolving Defense Industrial Base

May 16, 2007



Report Documentation Page Form Approved
OMB No. 0704-0188

Public reporting burden for the collection of information is estimated to average 1 hour per response, including the time for reviewing instructions, searching existing data sources, gathering and
maintaining the data needed, and completing and reviewing the collection of information. Send comments regarding this burden estimate or any other aspect of this collection of information,
including suggestions for reducing this burden, to Washington Headquarters Services, Directorate for Information Operations and Reports, 1215 Jefferson Davis Highway, Suite 1204, Arlington
VA 22202-4302. Respondents should be aware that notwithstanding any other provision of law, no person shall be subject to a penalty for failing to comply with a collection of information if it
does not display a currently valid OMB control number. 

1. REPORT DATE 
16 MAY 2007 2. REPORT TYPE 

3. DATES COVERED 
  00-00-2007 to 00-00-2007  

4. TITLE AND SUBTITLE 
The Evolving Defense Industrial Base 

5a. CONTRACT NUMBER 

5b. GRANT NUMBER 

5c. PROGRAM ELEMENT NUMBER 

6. AUTHOR(S) 5d. PROJECT NUMBER 

5e. TASK NUMBER 

5f. WORK UNIT NUMBER 

7. PERFORMING ORGANIZATION NAME(S) AND ADDRESS(ES) 
Defense Acquisition University,9820 Belvoir Road,Fort Belvoir,VA,22060 

8. PERFORMING ORGANIZATION
REPORT NUMBER 

9. SPONSORING/MONITORING AGENCY NAME(S) AND ADDRESS(ES) 10. SPONSOR/MONITOR’S ACRONYM(S) 

11. SPONSOR/MONITOR’S REPORT 
NUMBER(S) 

12. DISTRIBUTION/AVAILABILITY STATEMENT 
Approved for public release; distribution unlimited 

13. SUPPLEMENTARY NOTES 
4th Annual Acquisition Research Symposium: Creating Synergy for Informed Change, May 16-17, 2007 in
Monterey, CA 

14. ABSTRACT 
 

15. SUBJECT TERMS 

16. SECURITY CLASSIFICATION OF: 17. LIMITATION OF 
ABSTRACT 
Same as

Report (SAR) 

18. NUMBER
OF PAGES 

11 

19a. NAME OF
RESPONSIBLE PERSON 

a. REPORT 
unclassified 

b. ABSTRACT 
unclassified 

c. THIS PAGE 
unclassified 

Standard Form 298 (Rev. 8-98) 
Prescribed by ANSI Std Z39-18 



2
Source:  SDC, DACIS DM&A

199019881980 1982 1984 1986 1992 1994 1996 1997 1998 1999

First Wave Second Wave

2000 2001 2002 2003 2004

Fairchild Weston Systems Inc.
Loral

Honeywell-Electro-Optics

Ford Aerospace
BDM International Inc.

Librascope

IBM–Federal Systems
Unisys Defense

General Dynamics–Ft. Worth
MEL

Lockheed

General Electric–Aerospace

Martin Marietta

LTV–Missile Business

Gould Ocean System Division

COMSAT Corp.
Affiliated Computer Services Inc. (ACS) 

Loral

BDM (Carlyle)

Aerospace Electronic Systems

Lockheed 
Martin

Teledyne Ryan Aeronautical

General Dynamics Space Business

LTV–Aircraft Operations
Grumman Corp.

Ryan Aeronautical
Kistler Aerospace Corp.

Alvis Logistics–EDD Business

Northrop

Logicon

Westinghouse El. Defense

TASC (Primark)
PRC (Black & Decker)

General Instruments–Defense
Varian–Solid State Devices

Taratin

Litton Industries
Avandale Industries

Newport News Shipbuilding
TRW

Commercial Aerostructures

Northrop 
Grumman

Northrop – West Virginia

Federal Data Corp.

Lockheed Martin Defense Sys, Armament 
Sys

GM Defense
Veridian Corp

Primex Technologies

Computing Devices International, 
Inc

GTE Government Systems Corp. 
Units 

Motorola Integrated Info Sys

Gulfstream Aerospace

General Dynamics

Lucent Advanced Technology 
Systems

NASSCO Holdings, Inc.

Galaxy Aerospace 

Bath Iron Works 
Chrysler Defense, Inc

Santa Barbara

General 
Dynamics

Space 
PropulsionsSpace SystemsFort 

Worth 
Div.

Electronics 
Division

Missile 
Operations

Rockwell

Argo Systems
Litton Precision Gear

Hughes Electronics Satellite

Boeing

McDonnell Douglas

Jeppesen Sanderson Boeing

Hughes
General Motors

BET PLC's Rediffusion Simulation

Magnavox
REMCO SA

STC PLC–Navigation Systems
TRW-LSI Products Inc.

Corporate Jets
E-Systems

Chrysler Techn. Airborne
Texas Instr. El. Defense

Raytheon

General Dynamics Missile Division

Eng & 
Const. 

Int’l

Aircraft 
Integration 

Systems 
Segment

Vertex 
Aerospace

Hughes Electronics
Raytheon

Raytheon – Flight Simulation Raython Co-Plant, Quincy

The Result Was Dramatic Consolidation...

The Market Landscape has Changed 
in the U.S.
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…And the Same Industrial Consolidation 
has Taken Place in Europe
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Rapid consolidation 
of core US sectors 
continues

From 2003 to Today, 
Over 1,182 US Targets 
Acquired*

Pace of Acquisition in 
US drives up prices of 
target companies

Still Evolving Mergers & Acquisition 
Landscape

Year # Targets Acquired $ Value

2003 21 $2.7B

2004 19 $3.0B

2005 31 $7.4B

Total 71 $13.2B

Net Effect:

Increased 
Global Teaming 
on Programs

“National”
Industrial lines 
Progressively 
Blurred

Job creation, 
Production, & 
Employee 
Nationality are 
not always linked 
to Technology 
Origin

US Acquisition of 
European Targets

European targets more 
affordable and attractive 
to US buyers

Trend for Trans-
Atlantic Acquisitions 
Increasing

European Acquisition 
of US Targets
Year # Targets Acquired $ Value

2003 25 $.4B

2004 33 $1.9B

2005 30 $6.9B

Total 88 $9.2B
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Industry Giants Focus on Portfolio Diversification and 
Acquisition of New Companies to Sustain Growth and 
Strategically Hedge against Market Downturns 
– Achieved through Entry into New Markets (Regions and 

Segments)
– Teaming & Competing Globally is Part and Parcel to this: 

“Glo-opetition”

Has Consolidation led to a Sunset Effect upon Competition? 
Leading to:
– Little Incentive for Technology Innovations 
– Lack of Pricing Pressure amongst Suppliers
– Limited Bargaining Power for Customers

What are the Effects of a Consolidated 
Industrial Base?
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In U.S… Consolidation has Resulted
3-Tiered, Barbell-Shaped Industry...
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• Industry Is Focused on the Long Term
– Earn a profit that exceeds the cost of capital
– Corporate Value is Created through Business
– Attract investors by demonstrating profitability, 

positive cash flow, payment of dividends and stock 
appreciation

– Attract and retain world class employees
• Must Fill the Pipeline: 

– Sales, Revenue, Cash Flow, and Profit
– Acquisitions

• The Wall Street factor

Industry Financial DriversEssentials of a Healthy Defense Industry: 
The Basics Have Not Changed
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Source: Compustat, First Call, I/B/E/S, IDC and Goldman Sachs Research estimates.
From Sector Strategy: Where to Invest Now, “Uncertainty leads to Opportunity," September 2005

Goldman Sachs Investment Perspective
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Commercial Contracting Trends

Speed, cost, quality 
and responsiveness 
are driving world-
class performance

Speed, cost, quality 
and responsiveness 
are driving world-
class performance

• Focus on Core Business functions to drive Value
– Outsourcing non core functions

• Contracting is more strategically focused
– Impact on business strategy and relationship

• Increased reliance on strategic suppliers to drive 
innovation and value
– Changes the dynamic of the business relationship from “Arms 

Length” supplier to a value add “Strategic Partner”
• Linkage with the Customer

– Internal and External
• Supply Chain Management and harmonization

– Strategic Sourcing and Spend Analysis


